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INTRODUCTION  
Attached is IITA's Financial Recovery Action Plan, requested by the Consortium on July 22, 2012. 
These are difficult times - not only for the whole CG system in its early stages of the newly-adopted 
business model but also for the donors, for the Fund Council and the Consortium, for every center, 
and of course, for IITA itself.  The genesis of this problem is the lack of good governance on the part 
of the prior Board of IITA.  The current team, obviously, is very concerned at the far-reaching impact 
that this unfortunate event has generated across the system.  The team is firmly committed to 
improving the governance and oversight activities such that, first, no such serious error shall reoccur 
and, second, that no component of the CG system will ever have to go through this difficult period 
again.  This recovery plan will hopefully demonstrate this commitment.   IITA has been very 
successful in resource mobilization and in 2012 alone has increased restricted grant income by 60%, 
(overall income by 45%).  While new grant funding continues to be raised, the projections in Annex 1 
are based on signed contracts only. 
In addition to the governance reform measures already taken and under review, additional IITA 
financial controls have been introduced to aid in this return to normalcy, including, inter alia: 
All new restricted grants are pre-financed by donors.   IITA hopes that the window 1 and 2 
funds can in future be provided on a timely and predictable basis.  If there is going to be a 
predictable lag in disbursement, IITA will adjust its activity level such that payments will 
match expenditures to the degree possible.  This approach will minimize IITA's need to use 
reserves for restricted project cash-flow requirements. 
IITA costing systems have been thoroughly upgraded and modernized such that all direct 
research and other support costs are charged to and recoverable from, grant sources.  
Center overheads have been reduced significantly, both in absolute dollar and percentage 
terms.  This means that in future there will be no need to divert scarce core resources to 
supplement budgets that are not properly and fully costed and where expenses are not 
charged back.  All staff costs, for example, are budgeted and paid for from the source grant 
employing scientists and others.  IITA has forecast its overhead recovery at a level that has 
been historically achieved and is a very conservative metric for the future. 
RISK ASSESSMENT 
The loss of $14.8 million has left the Institute exposed to the following risks: 
Short-term loss of donor confidence and (possibly) some financial support; 
Having to manage cash flow with liquidity constraints; and 
Inadequate reserves for such contingencies as foreign exchange fluctuations and inflation. 
On the other hand, IITA has a history of scientific excellence and achievement.  It has a new Board 
which has revised its own governance rules and procedures.  There is a new management team with 
demonstrated skill in resource mobilization and administrative efficiency.   IITA is the CGIAR flagship 
center for African agricultural crop and systems research for development - in the continent where 
the CGIAR invests 50% of its resources annually.  Very recently, the IITA-led CRP for the Humid 
Tropics (CRP 1.2) was approved unanimously by the Fund Council, and is now underway.  IITA is 
participating in eight of the 15 CRP’s.   IITA's role in the CGIAR Research Programs (CRP's) therefore is 
critically important and central to the success of the reform.  We believe the recent large increase in 
donor grants for IITA reflects overall confidence that, notwithstanding the investment itself, the 
Institute is poised to succeed, and will do so. 
 
Despite this optimism, with the new CGIAR business model and the paucity of reserves resulting from 
the failed investment, IITA's ability to function is at some risk if certain adverse events occur over the 
next few years while its reserves are being replenished.  Conversely if, as IITA 's Counsel believes, 
some recovery of the invested funds occurs, the upside sensitivity of such recoveries on its reserves 
is substantial. 
 
In tabular format, a sensitivity analysis on the assumptions - essentially a risk analysis - can be 
summarized as follows: 
 
 
 
STRATEGIC CHOICES 
A question that arises in cases of institutional financial difficulty is, naturally, whether or not a center 
can improve its fortunes by reducing activity.  In the case of IITA, a reasonable suggestion under the 
former CGIAR business model would be to at least temporarily withdraw from certain CRP activity, or 
even decide to suspend altogether participation in one or more CRP’s in order to build up resources.   
The same level of unrestricted funds that supported a larger activity would be available for the 
reduced activity level, meaning that savings could accrue and be added to reserves.  But in the new 
business model, there is no advantage to reducing activity because all financing is restricted, and so 
there is no opportunity to accumulate unrestricted cash by reducing programming.  In this way, of 
course, the new business model is a mixed blessing – re-building reserves is much more difficult than 
in the past.  On the other hand, it has forced IITA (and all other centers) to modernize costing 
systems such that restricted funds pay fully for the research – which has resulted in increased 
efficiency and cost control. 
 
In other words, there will be no benefit, financially, for IITA to retreat from its CRP obligations, and it 
does not intend to do so. 
 
 
 
Risk Category Impact on Cash Flow / Days 
Reserves by 2014
1 Delays in W1-2 Funding by 3 
months
Temporary cash flow delay of $4 
million
2 ± 10% Change in Operating 
Expenses
± $1.6 million on W1-2 only: 
surplus would increase to $2.7 
million or deficit of $0.5 million, 
thereby increasing reserve days 
from 21 to 34 days or reducing 
from 21 to 16 days
3 Partial (US$ 7 million) 
recovery of investment 
funds in 2013
Surplus level increases from 
$1.1 to $8.1 million; thus 
increasing reserve days from 25 
to 63 
Sensitivity Analysis
THE ACTION PLAN: 2012-2018 
The IITA Financial Recovery Action Plan is divided into two periods:  Phase 1 (2012-2014) and Phase 2 
(2015-2018).  IITA has a high degree of confidence on the projected income, expenditures, and cash 
flows for Phase 1, as this period is characterized by the life cycle of existing CRP's and negotiated 
bilateral and Window 3 grants.  Beyond 2014, while management structures should remain in place, 
new programs and even a new CGIAR Performance Management System should have been 
established, which may change the operating characteristics somewhat, but which should not result 
in any diminution of net income for IITA.  In other words, we consider that even the long-range 
forecast is conservative and a solid basis for planning and operations. 
 
During the Plan period, IITA forecasts that it will increase its reserves from $2.4 million in 2012 to $9 
million.  This equates to a change from 13 days of operating expenses (at the 2012 level), to 43 days.  
While this is significantly below the current standard of a minimum of 75 days of operations, it is 
realistic and achievable.  This base scenario was designed to avoid over-optimistic assumptions.  At 
the same time, we understand that the Consortium is currently undergoing a review of reserves 
policy, and it could emerge that the concept of "day’s operations" does not need to be a linear 
projection regardless of size of the center.  Since IITA will maintain a policy of full costing but "no-
income, no-spending" for what is currently the large majority (about 70%) of its program, i.e. that 
financed through bilateral funds, the reserves at a level of $9 million may be an acceptable fund 
balance.  If CGIAR policy will require a higher level, then the reality is that under current 
circumstances, a longer period will be required to reach such a level.  IITA believes, however, that 
there is little or no risk of the center requiring "rescue funds" from CGIAR donors, now or in the 
future.  The Board has no intention of requesting such support, unless there is a major and 
devastating reduction of donor funding, which the Board and Management are not in a position to 
predict or assess at present. 
 
Every effort is being made to manage scarce reserves and costs. By way of example, the Plan 
does not include monies for the expected capital improvements and maintenance activities over the 
plan period.  These expenditures will be undertaken as and when dedicated bilateral funding is 
obtained.  It is not considered appropriate to speculate at this stage on the specifics of such plans, 
but a portion of the upcoming capital raising efforts will be devoted to this ongoing need.  Further, at 
the November 2011 board meeting held in Dar es Salaam, and in light of the emerging investment 
facts, the Board encouraged Management to review and, to the extent feasible, eliminate some 
capital expenditures by scaling back the architectural complexity and level of finishes planned for its 
new Science Building currently nearing completion.  IITA also appointed a Construction/Contract 
Management consulting company with experience in East Africa to assist IITA’s designated on-site 
Project Manager.  Together with management, the new Board was concerned that IITA lacked the 
specialized competencies for overseeing projects of this size and complexity.  This new facility is 
expected to be completed early in 2013 within budget. 
 
 
 
 
 
 
 
 
 
 
 
SUMMARY OF FINANCIAL PROJECTONS 
The table below summarizes the projected Statements of Activity for the next seven years: 
 
2011 2012 2013 2014 2015 2016 2017 2018
Revenue 47.7         68.9         68.1         71.1         73.1         75.1         77.1         79.1         
Operating Expenses (46.7)       (68.2)       (67.0)       (70.0)       (72.0)       (74.0)       (76.0)       (78.0)       
Surplus 1.0           0.7           1.1           1.1           1.1           1.1           1.1           1.1           
Reserves
  Invested in Fixed Assets 10.2         13.2         13.2         13.2         13.2         13.2         13.2         13.2         
  Available 4.8           2.4           3.5           4.6           5.7           6.8           7.9           9.0           
Adequacy (Number of days) 38.8       13.3       19.8       24.8       29.9       34.7       39.2       43.5       
Phase 1 Phase 2
 
Annex 1 provides more analysis of the above figures, and Annex 2 shows cash flows over this period.  
The numbers contained in Phase 1 are what IITA is confident in achieving, but it must be 
acknowledged that the opportunity to rebuild reserves is limited by the change in CGIAR business 
model as a result of the agreed reforms, as described earlier.  During Phase 2, as stated earlier, the 
CGIAR expects to implement a Performance Management System that could provide the opportunity 
to realize additional revenues that could be a de facto addition to reserves.  However, for the 
purposes of forward planning at this time, we must employ only the tools currently available.  This 
plan will be regularly reviewed and updated, and IITA will keep the CGIAR informed as to progress on 
a regular basis and schedule, to be determined between the Institute and the Consortium.
 Annex 1
Notes Phase 1 Phase 2
2011 2011 2012 2013 2014 2015 2016 2017 2018
as per FS revised*
Revenue
Unrestricted Grants 1    4.0                1.0                1.0                0.6                0.4                0.4                0.4                0.4                
Windows 1/2 2    9.7                16.7              16.0              18.0              20.0              22.0              24.0              26.0              
Bilateral Grants 3    31.2              50.0              50.0              52.0              52.0              52.0              52.0              52.0              
Challenge Programs 4    1.9                1.0                0.6                -                
Philanthropy 5    0.1                0.1                0.1                0.3                0.3                0.3                0.3                
Other Revenue 6    0.6                0.1                0.4                0.4                0.4                0.4                0.4                0.4                
Total 47.4              68.9              68.1              71.1              73.1              75.1              77.1              79.1              
Operating Expenses 7    (46.7)            (68.2)            (67.0)            (70.0)            (72.0)            (74.0)            (76.0)            (78.0)            
Surplus 0.7                0.7                1.1                1.1                1.1                1.1                1.1                1.1                
Reserves
Invested in Property/Equipment 8    10.2              10.2            13.2              13.2              13.2              13.2              13.2              13.2              13.2              
Available Reserves 9    19.6              4.8              2.4                3.5                4.6                5.7                6.8                7.9                9.0                
Total 29.8              15.0            15.6              16.7              17.8              18.9              20.0              21.1              22.2              
Adequacy of Reserves (number of days) 158.6           38.8            13.3              19.8              24.8              29.9              34.7              39.2              43.5              
Notes
1    2012 and 2013: Nigeria - $667K and GIZ - $330K
2    Based on signed CRP Agreements  - mainly during phase 1
3    Based on signed Project Agreement (of varying lives) with Donors
4    Based on signed Project Agreement - during phase 1
5    Conservative estimates of fund raising activities of IITA Management and Board
6    Includes revenue generated from hotel and catering, interest income, disposal of assets, seeds production and sales, etc.
7    Operating expenses on CRPs W1-3 and bilateral grants
8    No net investments in Fixed Assets - Depreciation expense of $2.4m p.a. is same amount as acquisitions
9    Available Reserves reduced in 2012 for $3m spent on Science Building in Tanzania
* 2011 Reserves are revised to reflect the investment write-off
Startpoint
Projected Statements of Activity for IITA 2012 - 2018
 Annex 2
2012 2013
December January February March April May June July August September October November December Totals
Receipts
CRP 1.2 - Humid Tropics
Windows 1-2 5.9           -           -           5.9           -           -           5.9           -           -               6.0           -              -              23.7         
Window 3 -           -           -           -           -           -           -           -           -               -           -              -              -           
5.9           -           -           5.9           -           -           5.9           -           -               6.0           -              -              23.7         
Less Transfers to other Centers (5.2)         -           -           (5.2)         -           -           (5.2)         -           -               (5.1)         -              -              (20.7)       
Sub-total A 0.7           -           -           0.7           -           -           0.7           -           -               0.9           -              -              3.0           
Other CRPs - Transfers from Lead Centers
2 - Policies (IFPRI) -           0.2           -           -           0.2           -           -           0.2           -               -           0.2              -              0.6           
3.2 - Maize (CIMMYT) -           0.4           -           -           0.4           -           -           0.4           -               -           0.4              -              1.4           
3.4 - RTB (CIP) -           1.3           -           -           1.3           -           -           1.3           -               -           1.3              -              5.0           
3.5 - Grain Legumes (ICRISAT) -           1.0           -           -           1.0           -           -           1.0           -               -           1.0              -              4.0           
4 - Nutrition & Health (IFPRI) -           0.3           -           -           0.3           -           -           0.3           -               -           0.3              -              1.2           
5 - Water, Land & Ecosystems (IWMI) -           0.1           -           -           0.1           -           -           0.1           -               -           0.1              -              0.2           
7 - CCAFS (CIAT) -           0.2           -           -           0.2           -           -           0.2           -               -           0.2              -              0.6           
Sub-total B -           3.3           -           -           3.3           -           -           3.3           -               -           3.3              -              13.0         
Other
W3 and Bilateral Grants 4.2           4.2           4.1           4.2           4.2           4.2           4.1           4.2           4.2               4.1           4.2              4.1              50.0         
Challenge Programs 0.1           0.1           0.1           0.1           0.1               0.1              0.6           
General 0.1           -           0.4           0.1           0.1           0.4           -           0.1           0.1               -           0.1              0.1              1.5           
Sub-total C 4.4           4.2           4.6           4.3           4.4           4.6           4.2           4.3           4.4               4.1           4.4              4.2              52.1         
Total Receipts  (A + B + C) 5.1           7.5           4.6           5.0           7.7           4.6           4.9           7.6           4.4               5.0           7.7              4.2              68.1         
Disbursements
Expenses (exc Depn) 5.4           5.4           5.4           5.4           5.3           5.4           5.4           5.4           5.3               5.4           5.4              5.4              64.6         
Capital Purchases 0.2           0.2           0.2           0.2           0.2           0.2           0.2           0.2           0.2               0.2           0.2              0.2              2.4           
Total Disbursments 5.6           5.6           5.6           5.6           5.5           5.6           5.6           5.6           5.5               5.6           5.6              5.6              67.0         
Net Movements (0.5)         1.9           (1.0)         (0.6)         2.2           (1.0)         (0.7)         2.0           (1.1)              (0.6)         2.1              (1.4)            1.1           
Position
Total Cash Balance 25.6                 25.1         27.0         26.0         25.4         27.5         26.5         25.8         27.8         26.7             26.1         28.1            26.7            26.7         
Less Donor Advances (16.2)                (16.2)       (16.2)       (16.2)       (16.2)       (16.2)       (16.2)       (16.2)       (16.2)       (16.2)           (16.2)       (16.2)          (16.2)          (16.2)       
Available Funds 9.4                    8.9           10.8         9.8           9.2           11.3         10.3         9.6           11.6         10.5             9.8           11.9            10.5            10.5         
Cash Flow Forecast for IITA for 2013
